World Almond Situation & Outlook

Production

According to the Food and Agriculture Organi zation, the top fiveamond producersin Caendar Year (CY)
2002 were the United States at 757,000 metric tons (45 percent of the world's production), followed by
Spain (210,000 tons, 12 percent share), Syria (139,000 tons, 8 percent share), Iran (105,000 tons, 6
percent share), and Italy (91,000 tons, 5 percent share).
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Thouand Metric Tons

The U.S. Department of Agriculture (USDA) Production, Supply and Didtribution (PSD) detabase contains
data on shelled, sweet dmonds for the United States, Greece, Indig, Italy, Spain, and Turkey. Of the
countries in the PSD database, the United States accounted for 85 percent of reported production in
2003/04*. According to the USDA Nationa Agricultural Statistical Service (NASS), amond production
reached 454,000 metrictons. Thisisthe second largest crop on record and largest crop ever produced in
the downswing of the U.S. production cycle. The CASS Almond Forecast for 2004 will be available on
May 10, 2004.

After factoring out U.S. production, the revised foreign production estimate for 2003/04 is 104,000 tons,

1 Split yearsrefer to harvest and marketing period, which beginsin the fall and extends to the spring. This
corresponds roughly to July-October in the Northern Hemisphere and January -March in the Southern Hemisphere.
For Southern Hemisphere, harvest occurs almost entirely during the second year shown.
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down 27 percent from 2002/03. Thisismostly dueto the downswing of the production in Spain, Europe's
largest dmond producer, and the severe drought that occurred in the summer of 2003 across most of
southern Europe. However, the foreign production forecast for MY 2004/05 indicates a 24-percent
increase to 103,000 tons, assuming norma westher.

Spanish production in 2003/04 is expected to fal 29 percent to 47,000 tons due to the downswing of the
production cycle, spring frosts and the summer drought. Assuming normal wegther conditions and the
upswing of the production cycle, Spanish 2004/05 forecast is expected to be 59,000 tons. InItaly, freezing
wegther during the bloom and the summer drought lowered the 2003/04 crop forecast 44 percent to 5,000
tons. However, in 2004/05, Itaian production isexpected to return to more normal levels, reaching 15,000
tons. Almond productionin Turkey isrelatively stablewith production for 2003/04 and 2004/05 expected
to remain steady at 13,700 tons. Despite being in the downswing of the production cycle, favorable
weather has caused India s 2003/04 almond crop to drop 9 percent to 1,000 tons. The forecast for MY
2004/05 is an increase to 1,200 tons, assuming norma weether.

Trade

According to Globa Trade Atlas, CY 2002 global exports of selected tree nuts’ rose 6.3 percent to reach
$2.8hillion. Of tota treenut exportsin CY 2002, shelled amonds accounted for 35 percent ($978 million)
and in-shell dmonds accounted for 5 percent ($136 million). Most of the export growth in tree nutswas
due to a 27-percent increase in shelled amond exports and 8- percent increaseinin-shel dmond exports.

CY 2002 Global Export Mix of Tree Nuts (HTS 0802) By
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U.S. dmondsaccounted for 71 percent of reported globa amond exports (shelled and in-shdl) in 2002, or
$794 miillion (28 percent) of tota globd tree nut (HTS0802) exports. Thisby itsalf isenough to makethe
United Statesthe largest globa exporter of tree nutsonavauebass. Whenincluding therest of HTS 0802

2 Selected tree nutsincludes HT'S Chapter 0802: almonds, hazel nuts, walnuts, pistachios, pecans, and other tree nuts.

April 2004 2 World Horticultural Trade &
U.S. Export Opportunities




exports, the U.S. share of reported global exports risesto 38 percent. While CY 2003 totals are not yet
available, preliminary data suggest strong increases in U.S,, Spanish, and Itdian exports. While low
production may limit domestic supplies in Europe, strong imports by Spain and Italy have provided the
needed input for continued export growth.

United States

The 2002/03 dmond crop was arecord 1.09 billion pounds. Contrary to expectations, the large dmond
supply did not result in lowered prices. In fact, dmond prices for growers and handlers rose due to
increased domestic and foreign demand. This may be due to the weakening U.S. dollar and the poor
westher in the Mediterranean region.

U.S. Exports of Shelled Almonds
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Exports of in-shell dmondsincreased 45 percent to $154 million. India, the largest export market for in-
shell dmonds, experienced 18 percent growth, amounting to $66 millionin 2002/03. Germanimportsof in-
shell amonds grew 419 percent to reach $10 million. However, as with shelled amonds, the bulk of the
export growth occurred in markets other than the traditional ones. To date, for 2003/04, U.S. exports of

April 2004 3 World Horticultural Trade &
U.S. Export Opportunities



in-shell dmonds are up $119 million, 36 percent above last marketing year. Despite being the leading
exporter of dmonds, U.Samonds<till face many accessbarriersinforeign markets. For example, Chinese
tariffson shelled and in-shell dmondsare 10 percent + 13 percent and 24 percent + 13 percent VAT. For
further trade issues affecting dmonds and other horticultural products, please see the FAS Quarterly
Reference Guide to World Horticultural Trade: Trade Issues Edition The FASWTO Tariff Schedules
Search Engine will provide the current tariffs for dl WTO trading partners.
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Spain

For Spain, the 2003/04 export forecast is 55,000 tons, whichis 8,000 tons morethan was produced. This
is possible due to record Spanish imports of 55,000 tonsin 2003/04. The outlook for 2004/05 isadight
declineinimports (down to 54,000 tons) dueto arecovery in production. Spanish exportsare expectedto
be 60,000 tons. However, industry sources estimate that between 50 and 65 percent of U.S. amonds
shipped to Spain were re-exported to neighboring countries. According to Globd Trade Atlas, Spainisthe
leading exporter of dmonds with $231 million in CY 2003. Spain is dso the world's second largest
importer with $167 million.

Spanish consumyption has been growing, but with the short crop thisyear, domestic consumption isexpected
to decline. Most dmonds are used in the confectionery industry (70-80 percent). The remainder are
consumed as snacks. For more details, please see the 2004 Spain Tree Nut Semi-Annud.

Germany

Asshown by the Global Trade Atlas, Germany istheleading importer of shelled dmondswith $216 million
in CY 2003. While these imports were sourced primarily from the United States (60 percent of imports)
and Spain (27 percent). However, given the large volumes imported by Spain for re-export, the share of
U.S. dmondsin the German market is most likely underestimated.
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France

Although Franceisanotable exporter of dmondsin termsof vaue, they aredso anetimporter. According
tothe Global Trade Atlas, in CY 2003 the French exported $24 million andimported $104 millionworth of
admonds. Thelargest supplier of dmondswasthe United Stateswith $48 million of mostly shelled dmonds.

Spain is the second largest supplier, with $31 million in exports. Interestingly enough, France's largest
export market is Spain, with $11 million in exportsin CY 2003.

Italy

Although Italy isamgor producer of dmonds, Italy isdependent upon importsto meet consumption needs.

Imports are linked to the domestic production cycle and are forecast to reach arecord 22,000 tonsin
2003/04 dueto low production. However, with areturn to normal harvest levels, imports are expected to
decline in 2004/05 to 15,000 tons.

InCY 2003, Italy imported $60 million of dmonds, of which 97 percent were shelled. Thetop suppliersof
amondsto Italy in CY 2003 were the United States with 55 percent of the import market and Spain with
35 percent of the import market. For more details, please see the 2003 Italy Tree Nut Annudl.

Mogt Italian exports, destined for other European countries, totaded $29 millionin CY 2003. Of this, 95
percent were shelled and 5 percent werein-shdl. Thelargest export market for Italy is France, taking 34
percent of total Italian dmond exports.

India

In 2003/04 India imported 22,000 tons of amonds, which accounts for 75 percent of its total supply.

Indian imports are expected to rise in 2004/05 to 26,400 as production entersits downswing. Indiaisthe
largest globa and U.S. market for in-shell dmondswithimports of $40 millionin CY 2002, representing 51
percent of globd in-shell imports. INCY 2003, the United States exported nearly $81 million of dmondsto
India; of which 87 percent ($70 million) werein-shell dmonds. The U.S. dominanceinthismarket may be
challenged with the Sgning of the India-Afghan Preferentid Trade Agreement. The U.S. industry has
expressed concernsthat Iranian dmonds may be transshipped through Afghani stan with duties lower than
those gpplied to U.S. dmonds. Indiacurrently appliesaduty of 35 rupees’kg and 65 rupees’kg onin-shel
and shdlled dmonds respectively.

Imports of U.S. dmondsinto Indiaface strict import conditions. The Government of India(GOI) hasaso
implemented the Proposed Amendment to the Prevention of Food Adulteration Act, which set new sringant
quaity standardson dry fruitsand nuts. The GOI has dso implemented the Plant Quarantine (Regulation of
Import into India) Order, 2003, which established new import proceduresand quarantine requirementson
agricultura productsimported into Indiaincluding products of export interest to the United States, namely
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citrusfruits, grapes, pesas, pome fruits, and dry fruits and nuts for consumption. The GOI requiresthat all
dried fruits and nuts be fumigated with methyl bromide and did not recognize phosphine, the industry
gtandard fumigant, as a pre-shipment treatment. However, after bilateral discussons, the GOl issued a
letter sating that they will accept dmonds treated with phosphine until May 4, 2004. For further detalls,
please see GAIN Report IN4028. The USDA Foreign Agricultural Service (FAS) andthe USDA Animal
and Plant Hed th Ingpection Service(APHIS) will continueto work with the affected U.S. industriesand the
Government of Indiato ensure unimpeded trade of agricultura products to India

Japan

Japan remains animportant market for U.S. dmonds, importing $107 million of shelled and $485,000cf in-
shell amondsin CY 2003. The United States continuesto dominate thismarket, providing 97 percent and
96 percent of Japan’s shelled dmond and in-shell dmond imports, respectively.

Marketing and Export Programs

The GSM-102 program makes available credit guarantees for sdes of U.S. agricultural commodities
overseas. USDA does not provide financing, but guarantees payments due from foreign banks. USDA
typicaly guarantees 98 percent of the principa and a portion of the interest. The GSM-102 program
covers credit terms from 90 daysto 3 years.

Under the program, once a firm sale exigts, the quaified U.S. exporter gpplies for a payment guarantee
beforethe date of export. TheU.S. exporter paysafee calculated on the dollar amount guaranteed, based
on aschedule of rates gpplicable to different lengths of credit periods. The foreign bank approved by the
Commaodity Credit Corporation (CCC) issuesadollar-denominated, irrevocable letter of credit infavor of
the U.S. exporter, ordinarily advised or confirmed by thefinancid inditutionin the United States agreeing to
extend credit to the foreign bank. The U.S. exporter may negotiate an arrangement to be paid as exports
occur by assgning the U.S. financid inditution the right to proceeds that may become payable under the
guarantee, and later presenting required documents to that financid ingitution. Such documents normaly
include a copy of the export report.

If aforeign bank fails to make any payment as agreed, the exporter or the assignee may file adam with
USDA for the amounts due and covered by the guarantee. USDA will pay the U.S. bank and will take on
the respongbility of collecting the overdue amount from the foreign bank.

Additiond information about the GSM-102 program, regulations, country specific press releases and
program announcements, and a Monthly Summary of Export Credit Guarantee Program Activity may be
accessed at http://www.fas.usda.gov/excreditsexp- cred-quar.html.

(For information on production and trade, contact Kyle Cunningham at 202- 720-0875. For informationon
marketing, contact Ingrid Mohn at 202-720-5330.)
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